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DIRECTORS’ REPORT TO THE 
SHAREHOLDERS 


Net earnings for 1975 were $626,000 or $0.08 per 
share compared to $22,681,000 or $2.76 per share for 
the year 1974. 


Net revenue from mine production comprising 
revenue from copper, molybdenum and minor values of 
precious metals less smelting, refining and marketing 
charges applicable thereto declined to $51,043,000 in 
1975 as compared to $85,421,000 for the previous year. 
This decrease was mainly attributable to substantially 
lower copper prices and to a decrease in production of 
copper in concentrate from 128.1 million net payable 
pounds in 1974 to 107.2 million in 1975. Copper prices 
applicable to the Company’s production remained de- 
pressed throughout the year; the gross revenue price per 
payable pound averaged 55 cents in 1975 as compared 
to 72 cents in 1974. The method by which revenue from 
mine production is determined is described in the Ac- 
counting Policies section of this Report. 


Investment and other income was significantly 
lower in 1975 mainly because recoveries under insur- 
ance claims included in this category were substantially 
less and also interest income was lower than in 1974. 


Earnings before taxes and royalty declined by al- 
most 80% from $39,191,000 in 1974 to $8,162,000 in 
1975; these amounts are after deducting interest on in- 
come debentures amounting to $4,945,000 in 1974 and 
$5,379,000 in 1975 which interest is not deductible for 
income and mining tax purposes. The total provision 
for income and mining taxes and government royalty 
was $16,510,000 in 1974 and $7,536,000 in 1975. 


Comparative milling, metallurgical and production 
data for the years 1975 and 1974 are as follows: 


pot pe 
Tons of ore milled (thousands) 12,893 16,445 
Average tons milled per operating day 
(note) 38,259 45,056 
Average millhead grade 
— copper 0.495% 0.457% 
— molybdenum 0.016% 0.016% 
Average mill recovery 
— copper 87.1% 88.1% 
— molybdenum 74.3% 75.8% 
Pounds of payable metal in 
concentrate produced (thousands) 
— copper 107,160 128,064 
— molybdenum 3,084 4,038 


NOTE: The mine and mill operations were closed for holi- 
days for three weeks during August, 1975. 


Total operating costs were lower in 1975 because of 
reduced volume but unit operating costs increased sig- 
nificantly during the year due to wage rate increases and 
the continuing rapid escalation in the cost of operating 
materials and supplies. Cost reductions achieved by im- 
proved utilization of materials and supplies together 
with improvements in operating efficiencies modified 
but did not offset these cost increases. Strict cost control 
programs continue to be pursued aggressively. 


As previously reported, the agreement of December 
1, 1969, whereby the entire copper concentrate produc- 
tion from the two existing Lornex mill lines was con- 
tracted for by a consortium of Japanese companies until 
December 31, 1984, was amended on October 8, 1975 to 
provide for the delivery by Lornex of fixed amounts of 
copper concentrates in each of the years 1976 through 
1979; under the amending agreement Lornex also ob- 
tained the right to.sell elsewhere in each of these years 
copper concentrates available to it from production in 
excess of the revised commitment to the Japanese con- 
sortium and from accumulated inventories. 


Pursuant to an agreement dated as of May 1, 1975 a 
total of 27.4 million payable pounds of copper in con- 
centrate was delivered to a United States company in 
1975 in addition to deliveries of 90.5 million payable 
pounds to the Japanese consortium. The total deliveries 
in 1975 were 117.9 million payable pounds of copper in 
concentrate and 3.2 million payable pounds of molyb- 
denum in concentrate compared to 104.0 million 
pounds and 3.9 million pounds respectively in 1974. 
The inventory of copper in concentrate had been 
reduced to 33.6 million pounds at the end of 1975 from 
the total of 44.3 million pounds that had been accu- 
mulated at the end of the previous year. Lornex will also 
deliver copper in concentrate to the same United States 
company in each of the years 1976 through 1979. The 
effect of these arrangements was to permit production 
to be maintained in 1975 at a higher rate than would 
otherwise have been the case and it is currently expected 
that it will also be possible to reduce the Company’s ac- 
cumulated inventory of copper concentrates to more 
normal levels and to increase production in 1976 with a 
further increase in 1977. 


As previously reported it was agreed with the 
Japanese buyers on October 8, 1975 that Lornex would 
grant financial relief on a short term basis by way of 
temporary upward adjustments in the refining charge to 
be deducted from the selling price for shipments made 
from May 1, 1975 through March 31, 1977 and to nego- 
tiate in good faith during January, 1977 such terms and 
conditions as may be appropriate after March 31, 1977, 
when the temporary adjustments expire. 


Net capital expenditures in 1975 were $2,794,000. 
These amounts were principally for one additional 200 
ton haulage truck for mining operations, tailings system 
revisions, employee housing and normal equipment re- 
placements. Lornex has contributed one-third of the 
cost of a community recreation centre recently com- 
pleted in the town of Logan Lake. Total capital expen- 
ditures required in the five years 1976 through 1980 are 
currently estimated to be approximately $46 million in 
1975 dollars, of which $19.5 million has been approved 
for expenditure; of this amount, it is expected that ap- 
proximately $7 million will be expended in 1976. These 
capital expenditures are required for normal replace- 
ment of open pit equipment, additional open pit equip- 
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ment and other facilities required to achieve planned 
production levels, construction of tailings dams, addi- 
tional housing and for other expenditures which are ex- 
pected to be made relating to the improvement of opera- 
ting efficiency and reliability. 


The ore reserve program that was completed in 
1974 in conjunction with a firm of independent con- 
sulting geologists resulted in the delineation of reserves 
substantially in excess of those established as of the date 
of commencement of development. The reserves, pre- 
viously reported and reduced by ore subsequently ex- 
tracted, amount to 419 million tons with an average 
grade of 0.409% copper and 0.014% molybdenum as of 
December 31, 1975. No additional work was carried out 
during 1975 for the specific purpose of ore reserve de- 
termination. As previously stated, the possibility that 
further ore reserves may be delineated by exploratory 
work that will be carried out in the normal course of 
mine operations is not precluded. 


Long term debt arranged to develop the Company’s 
properties for production totalled $130.9 million, com- 
prising bank loans of $60 million, 8%4% Notes totalling 
$26.8 million and 842% Series A Income Debentures in 
the amount of $44.1 million. By the end of 1974 the 
bank loans had been repaid in full and the Company’s 
liability for the 8%4% Notes had been reduced to $22.7 
million. Principal repayments of long term debt in 1975 
were $11.5 million as compared to $37.5 million in 
1974. The total liability in respect of the 8%4% Notes at 
December 31, 1975 was $11.2 million; subsequent to 
the year end this liability was further reduced to $1.7 
million. The Company’s liability in respect of the 8'2% 
Series A Income Debentures was $66.7 million at 
December 31, 1975 comprising $22.6 million of accrued 
interest and $44.1 million of principal. Payment of ac- 
crued interest and repayment of principal cannot 
commence until the 8%% Notes are fully retired. 
Interest payments on the Notes totalled $1.6 million in 
1975 and in addition interest not currently payable on 
Income Debentures was accrued and charged to 1975 
earnings in the amount of $5.4 million. The 
composition of the Company’s long term debt is set out 
in Note 4 to the financial statements. 


Lornex mill’s huge grinding circuit dwarfs operator. Ore is ground to fine pulp prior to extraction of metal concentrate. 


A hosie- 
£100VE8. 


Logan Lake, 11 miles from Lornex 


mine, has most of the amenities of 
larger towns. 


Young Logan Lakers are coached in 
the fundamentals of hockey in the 
new recreation centre. 


Above: Shovel operator’s view as ore 1s 
dumped into 200-ton capacity truck 
at Lornex. 


Below: Recreation centre, costing $1.1 
mullion, includes facilities for sports 
year round. 


At December 31, 1975 there were 636 Lornex em- 
ployees as compared to 751 employees at the end of the 
previous year. The reduction in the number of people 
employed was mainly related to direct production 
activities and reflects the reduced level of operations 
during the year. In addition to an overall reduction in 
the Lornex work force overtime work was reduced and 
there was a three-week shutdown of operations in 
August for holidays. 


The Company’s collective bargaining agreements 
with the United Steelworkers of America expire on 
June 30, 1976. 


The Lornex mine is a large-scale capital-intensive 
operation with a substantial amount of long term debt 
remaining outstanding. Its earnings are highly sensitive 
to the world price of copper and to the level of produc- 
tion that can be maintained. Lornex is an established 
and efficient world scale producer but its pre-tax earn- 
ings were severely depressed in 1975 by low copper 
prices and curtailed production. There is no reason at 
present to anticipate a significant increase in copper 
prices during 1976 but, as stated earlier, it is expected 
that production rates can be increased to some extent in 
1976 following the agreements with the Japanese buyers 
and the United States company mentioned previously 
in this Report. 


Royalties and mining taxes levied by the British 
Columbia government continue to be disallowed by the 
Federal Government for its taxation purposes. Al- 
though the Federal Government has made an attempt to 
reduce the impact by the new tax rules in its budget in 
June, 1975, the total impost on the mining industry con- 
tinues to be punitive and inequitable by any reasonable 
standards. The recent announcement by the Govern- 
ment of the Province of British Columbia that it intends 
to replace its mineral royalties levied on the sales value 
of metal with a tax on profits is also regarded as a con- 
structive step. It is hoped that the Province and the Fed- 
eral Government will also reach an agreement whereby 
the current punitive and inequitable double taxation 
will be eliminated. As of this date no changes in this re- 
gard have been made and the position in respect of tax- 
ation of Lornex and the mining industry in British 
Columbia in the future thus cannot be determined. The 
legal action instituted by Lornex in conjunction with 


other mining companies to have the British Columbia 
Mineral Royalties Act declared unconstitutional and to 
recover payments made thereunder has been adjourned 
until May 4, 1976 at the request of the plaintiffs. 


Lornex’ wage and salary programs are subject to reg- 
ulations established under the Federal Government’s 
Anti-Inflation Act, which became effective as of Octo- 
ber 14, 1975. It is estimated that these regulations 
would have no effect on the Company’s earnings for the 
period October 14, 1975 to December 31, 1975. 


Dr. E. B. Gillanders has reached retirement age 
under the Company’s policy with regard to retirement 
of directors and accordingly will not present himself for 
re-election as a Director. Dr. Gillanders has been a Di- 
rector of Lornex virtually since its inception in 1964. 
He has made a major and valued contribution to the 
Company’s affairs throughout this period in which it 
has developed from a mineral resource holder to a world 
scale copper producer. His fellow directors wish to 
record their appreciation for the distinguished manner 
in which Dr. Gillanders has served the interests of the 
Company during this period. 


Mr. Roy W. Wright has expressed his desire to be 
relieved of the responsibilities attendant upon the posi- 
tion of Chairman of the Board of the Company. He will 
continue as a Director. It is intended that Mr. Robert D. 
Armstrong, currently President and Chief Executive 
Officer, will become Chairman and Chief Executive 
Officer and that Mr. George R. Albino, currently Vice- 
President will become President and Chief Operating 
Officer. 


Improvements were achieved in all sectors of the 
Company’s operating and commercial activities during 
1975. The Directors of the Company wish to record 
their appreciation of the loyal and diligent efforts of all 
of the individuals who have made this possible. 


On behalf of the Board 


R. D. ARMSTRONG 
President and 
Chief Executive Officer. 
February 24, 1976. 
Vancouver, B.C. 


|_LOMPIGX MINING CORPORATION LTD. 


CNS under the laws of British Columbia) 


Auditors’ Report 


To the Shareholders of 
Lornex Mining Corporation Ltd.: 


We have examined the statement of financial position of Lornex Mining Corporation Ltd. 
as at December 31, 1975, and the statements of earnings, retained earnings and changes in fi- 
nancial position for the year then ended. Our examination included a general review of the ac- 
counting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the com- 
pany as at December 31, 1975, and the results of its operations and the changes in its financial 
position for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Vancouver, British Columbia COOPERS & LYBRAND 
February 4, 1976 Chartered Accountants 


ACCOUNTING POLICIES 


The principal accounting policies followed by Lornex Mining Corporation Ltd. are 
summarized hereunder: 


REVENUE FROM MINE PRODUCTION AND VALUATION 
OF CONCENTRATES AWAITING SHIPMENT 


A group of Japanese smelting companies contracted to purchase the Company’s entire 
production of copper concentrates for a period of twelve years expiring in 1984. Due to 
depressed world-wide demand for copper since mid 1974 and increased production from 
the two existing mill lines over that of 1973 the Japanese buyers have not taken delivery 
of copper concentrates at the rate being produced. On October 8, 1975 the Japanese 
buyers and the Company agreed to amend the Japanese Sales Contract to provide for the 
delivery of fixed amounts of copper concentrates in each of the years 1976 through 1979 
and for the Company to have the right to sell elsewhere in each of the said years copper 
concentrates expected to be produced in excess of such fixed amounts and from in- 
ventories that have been accumulated. Under an agreement dated as of May 1, 1975 a 
United States company contracted to purchase from the Company fixed amounts of cop- 
per concentrates in 1975 and 1976. Under an exercised option the Company will also de- 
liver quantities of copper concentrates to the United States purchaser during 1977, 1978 
and 1979 in addition to the quantities which are to be delivered to the Japanese buyers in 
those years. A United States company has contracted to purchase the projected annual 
molybdenum concentrate production for a period of five years expiring in 1977. 


Production is valued and taken into income as revenue from mine production at es- 
timated realizable metal prices less provision for possible fluctuation in price; concen- 
trates awaiting shipment are also valued on this basis. Adjustments are made to revenue 
from mine production with respect to concentrate shipments when the actual metal price 
is known and the final weight and assay adjustments are determined. Estimated smelting, 
refining and marketing charges are accrued at time of production and these charges are 
also adjusted with respect to shipments when the final weight and assay adjustments and 
marketing charges are determined. 


At December 31, 1975 inventories of 33.6 million payable lbs. of copper and 0.8 million 
payable lbs. of molybdenum contained in concentrates awaiting shipment were valued as 
described above; in addition, shipments totalling 10.7 million payable lbs. of copper for 
which the final price has not been established were also priced in this manner and the 
values are included in settlements receivable. 
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CONVERSION OF UNITED STATES CURRENCY 


The accounts in United States currency are stated in Canadian dollars on the following 
basis: 

Current assets and current liabilities at year-end exchange rates; all other assets and long 
term liabilities at rates in effect at time of transactions, and revenues and expenses at 
actual rates prevailing during the year. 


MINE SUPPLIES 


Mine supplies are valued at average cost. 


DEPRECIATION AND AMORTIZATION 


Depreciation is provided on mining equipment on a straight-line basis over the shorter 
of its physical life or the estimated life of the mine. The cost of plant and equipment, 
mining properties and preproduction expenditures is amortized on a unit-of-production 
basis over the estimated life of the mine. 


INCOME AND MINING TAXES 


Income taxes are based on reported income which differs from taxable income. Differ- 
ences arise when some revenues and costs, principally depreciation and mine devel- 
opment expenses, are reflected in different time periods for the financial statements than 
for income tax purposes. The tax effect of these timing differences is recognized in the 
accounts as deferred income taxes. This method is also being followed with respect to 
provincial mining taxes. 


[_L@MIT@x MINING CORPORATION LTD. 


Incorporated under the laws of British Columbia) 


Statement of Financial Position 
DECEMBER 31, 1975 


($000’s omitted) 

CURRENT ASSETS: 1975 1974 
MA Pip ae SHON ELC EIT LODO SITS rear giitne. nets otregsat cre wenta Tay eosestobess raccateeiadsoeediee aero $ 10,141 $ 6,515 
Accounts and settlements receivable and prepaid expenses ............ccceeesseeereeeeeeeees 14,336 7,639 
op P SCS SUTEG 2a r IEE SURYES Toh uh Conn | Mle aeg eens Peter te ies Epes sere TO et ee Re 17,502 21,832 
ETI me UUp ORG Sere sree Bec Seater ethos su Baer nah os vae gn catvencen saeco en stent eee e 8,667 7,848 

IE er late ert PREP Scr PNC ere a eM es 87 EN nice cobs ce aa eh as chahceupians eeoete 50,646 43,834 

Less: 

CURRENT LIABILITIES: 

PEC OUULSED AY ale AUC COMIC MADLITICS. Src sean ct ss cs bepeesensaastoncs Saetenerseonrstetrcourereass 11,694 7,244 
dea EMO NTO a vi OO IME ITIL Ses cen Snot es ness os Se aee tigen oss ete necennatoe esau cueet owes doses 957 25032 
Prowncia minis taxes and Fovalties Payable: ..iccce,ccscisacecncessture lacccdesqevteonewnenss eves 2,730 2,680 
Hone: eradebtue: within One year: (TMOte 4) mactcc.c.ndonesertadancestees czanenssbagnseteeneoatoaears 11,223 D022 

BI ee ee eae ree Cae ge one sk cnn cyncniconc ih Uckans hap saad edlnsdle adidas rieuesion 26,604 17,778 

Be OS LIN Cri a Me emp tue cence anet ee 2 an rate ee a sia aa ton den eeaaselaacroubtvetachiaeedenes 24,042 26,056 

Pie Mase g uiiictiL ness CpTo cia ION: (TOL 2) sane. dc ceccsfarastaccuneecsounsddacersseatenesoisncdyoeaee 87,022 88,831 

Mining properties and preproduction expenditures less amortization (note 3) ......... 41,516 42,829 

128,538 131,660 

POL eis ano URINEIN LIA BIL UP LES a2. seta cessvecctsncenctaivivioeotnsseoncose 152,580 Sy rrat 

Deduct: 

MEO GEN CIC UO ICU aA) Wart taentaran reat acct tcl, saps ails La caeon sacs db ravtons shuts strscsuexcossdensstwasennes: 66,952 78,363 
POLO MPeR ACO e are LIT) Sela XO Sy erates ee easueeccanscoeietesdudetyysesrstsouserewesounsansnaetacieesats 20,390 14,815 
87,342 93,178 

Panett eS Suds 0) Vie re AS PLS GL So cecctavannsusseceneane aorasnes seo soant-Gonraraseussoot $ 65,238 $ 64,538 

OWNERSHIP EVIDENCED BY: 

Capital stock (note 5) 
Authorized — 
9,500,000 common shares, par value of $1.00 each 
4,500,000 Class A shares, par value of $1.00 each 
Issued — 
Bs220,0o2 Common, shares (8,215,802) shares 11 1974): ,..35.....csscsaasessnavereannneess $ 8,226 $ 8,216 
Premium less discount on shares issued for cash (includes $64 premium on shares 
issued under stock option plan in 1975 and $8 in 1974) uu... sssssscsenereeesseneesenes 3,022 2,958 
INCRE A CALE G Stee rata etc atch iach seat se ON gus Seah noes arionntoinns CopavnveewlceNf dombonstansh 53,990 53,364 
LSC eee aes IRC ee tence ra ghee asics chy Se ara PES edhe Hox sy vnjunns ibe cueea cuit rte seve eoonorainen $ 65,238 $ 64,538 
Approved on behalf of the Board: 
NEIL B. IVORY, Director R. D. ARMSTRONG, Director 
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Statement of Earnings 
YEAR ENDED DECEMBER 31, 1975 


($000’s omitted) 
REVENUE: 
1975 1974 
Net revenue from mine production <iiviwcuaer et eet ee ee $ 51,043 §$ 85,421 
Investment and other inCOMe<icck cacti en ee 842 4,059 
51,885 89,480 
EXPENSES: 
O)PeLAatiNg COSTS * 1.2. ccsisencaransscseoasesncysveneesBesnys aatoocacenmoeee nner aene ete eee ne Cen, i oe 25,141 28,247 
Administrative and general expenses 4... Uicenstr aici t eee 5,677 6,342 
Amortization and depreciation’ ..../:..2.29 seetacsetdeeloeoneese sehen oe cee 5,917 7,029 
36,735 41,618 
Operating profit: ..csc:..ca.c.sie.sdinqictagiera ven peese edie tet atc rine On ee ee 15,150 47,862 
Interest on long term debt. .7i...ccs-.ceccwanstnasss eee ee eee ee 6,988 8,671 
Earnings before taxes and royalty < ayesscau-ssacesnsear i ee eee 8,162 39,191 
Income and mining taxes and government royalty 
— COLPENE. 32 sciandbegsncdicaes inca enatwelns tiucots vai ius ogi Woe Senge ga even eg ee 1,961 4,410 
we Deferred o)i58. ciceiossinigcotiiacheroteiresabbetuaee 5,975 12,100 
7,536 16.910 
NED EARNINGS FOR THE YEAR ‘c.g ce-csssno a een ee $3620 =) 22.68) 
NET EARNINGS PER SHARE, on. cieascteconcrcscrasectateorequnteme tae ener ee $ 0.08 $ 2.76 


Statement of Retained Earnings 


YEAR ENDED DECEMBER 31, 1975 
($000’s omitted) 


1975 1974 
BALANGE, beginning’ of yeat <7. tcoi...cnceecra eee ne ee $ 53,364 $ 30,683 
Net-earnings for the: year a. j.1.c.s-vsqusastissscoctie tiesto eins ere 626 22,681 


BALANCE Send Of year iidc. scsosca a reiestees ty neice otan gnats a eee ee $ 53,990 $ 53,364 
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Statement of Changes in Financial Position 
YEAR ENDED DECEMBER 31, 1975 


($000’s omitted) 
SOURCE OF FUNDS: 1975 1974 
Operations 
ENG tec Btit os MO ka NOnV CAL gece ett aang cata FAS eases das vn ssastodening devs Sapnaceduawaseahacizeiews $ 626 $ 22,681 
Add charges against earnings not involving current outlay of funds: 
PRICE 2alOn al eae DRCCIA LOT gen tetra tea atee tsa te ta yaaresct Movectannidalecangeqasesoneesoss 5,917 7,029 
Perec Oconee CDCI UILeSrelOp meni ee eteA rectal ooh catia cee eosseaases 5,379 4,945 
DETERS CLIN COMIG CATIA PIINIEMIS [AX CS Secaconesentr iccensveiasersisyestaisdeovesaveistvaisteorteroaniiaed 5,075 _ 12,100 
BE ten etl Aioed UII ICT COLL Res sme rene sR cas ek ech suse kbs vaSbavchs Hisbvac stu eksatewiks 17,497 46,755 
| CUP) 2) HONS BONS 8 8 acc Rene pe cE eye ee re 86 ~ 
PccUC OL COIMOI Slaves WINGED StOCK OPUION PLAN ~.acac.anesneuestves tanrddearorecaraseideossrscieceses 74 9 


DISPOSITION OF FUNDS: 


PS Pence UibescO pian aikd tec alpine e. (TEC) essa sees sects Ac cuscnesnestesanctasieenevanenssonvgnznanes 2,794 2,878 
Reduction of long term debt: 
CITES INSTR ES Sa. nie sa) ool, Sepa alee eGR eo tee eR ee 16,877 9,453 
URE ToD CSE TW cin Lae amis hd aap niece Cae ie eT a ei et i re ye _ 29,325 
Repavinen@o @iolcline 1Oans (NEL) sience asc. cusiserc..taccanzadsseacerrantearantygeaters sqeasceadsedsade _~ ae 
19,671 41,833 
PNG AS DECREASE) UN WORIKING CAPT Aare ccsccsce- wecsonsesecanvvesecnrssses (2,014) 4,931 
DVO RIGEN GC CIO ley DESI OY OL CV CAT ae acsktcrtaasesteusarsescdhseeasstti~lor<osansosaresnoneaenses 26,056 21,125 
SWEAR RS yO Syl g UW, es eVa REN Tees en ae ca ae Men one eercn ey ere Pe $ 24,042 $ 26,056 
BS Ge Cima 4 ea Of CSE DA VINIEN TS. ITY CASING taccay tye sce rerteavanevessspusineneBaatiearesen $ 11,476 
Add increase in current portion of Notes payable 0.0.0.0... 5,401 
INCCUICEIOM ANN OTCS Sed DOW Es Kenia se viaige ss etiadncatstnconntiny cotactwonte $ 16,877 


Notes to the Financial Statements 
DECEMBER 31, 1975 


ACCOUNTING POLICIES 


The information on pages 9 and 10 presents a summary of certain accounting policies and is an integral 


part of these financial statements. 


PLANT AND EQUIPMENT 
1975 
Plant and equipment at COS <.a:cccenern cosconsseticss etree ees $106,841,010 
Less accumulated dépreciation 23.2)2 cco er 19,819,609 


1974 


$104,177,940 
15,346,859 


$ 87,021,401 


MINING PROPERTIES AND PREPRODUCTION EXPENDITURES 


$ 88,831,081 


1975 1974 
Mining’ Properties at COSU Tiree seecesastseesiee eee hier eae ore $ 1,215,281 $ 1,065,179 
Less-accumulated amortization «2424. e ee se 133,035 102,091 
1,082,246 963,088 
Preproduction expenditures atCOSt seca. ea 46,214,117 46,297,946 
Less accumulated -amorzation = 2. oe 5,780,222 4,432,237 
40,433,895 41,865,709 
$ 41,516,141 $ 42,828,797 

LONG TERM DEBT 

1975 1974 
S14 9a NOTES 4 o.t5s ihc iis nn ss Ce $ 11,223,243 $ 22,699,346 
Less-portion imcitided in current abilities 20 ns scacitasscats. 11,223,243 5,822,000 
LOne Lerm POrliotie wicca eee eee te _ 16,877,346 
82% Series A Income Debentures due December 31, 1985 .......... 44,093,000 44,093,000 
Housing loans -.35..)sien oe oedee ee ee ice aan eee 267,648 181,248 
Acerued interest on Income Debentures sc cnten  e 22,990,663 i211 337 


$ 66,951,311 


$ 78,362,931 


Repayment of the 8%4% Notes is collaterally secured under a Trust Deed by the pledge of mortgage bonds, 
secured by a fixed and specific charge and a floating charge on the assets of the Company. Under the terms 
of the Japanese Financing Agreement 90% of the Company’s net operating profit as defined is to be ap- 
plied to repayment of the 8%4% Notes. 


The principal amount of the Income Debentures is to be repaid by way of annual sinking fund payments 
from all of the operating profits of the Company after the 8%4% Notes have been paid in full. The amounts 
and timing of the required sinking fund payments are defined in the Income Debenture Indenture and are 
dependent on the operating profits of the Company together with certain other factors. The sinking fund 
payments are to be used to redeem the Income Debentures at par. Of the Income Debentures of 
$44,093,000 outstanding at December 31, 1975, $36,097,000 principal amount is owned by the parent 
company, Rio Algom Limited. 


The accrued interest of $22,590,663 on Income Debentures at December 31, 1975 may not be paid until 
the required interest and principal repayments have been made and certain other conditions have been met 
under the terms of the Japanese Financing Agreement. 


CAPITAL STOCK 


During the year 10,200 common shares were issued for $74,358 cash under a Stock Option Plan. 
At December 31, 1975, 833,260 common shares were reserved: 


(a) 760,560 common shares for issue in exchange for the 760,560 Class A shares which may be issued 
under the terms of the Construction and Management Agreement; 


(b) 72,700 common shares for issue under a Stock Option Plan. Options may be granted to employees 
of the Company or of Rio Algom Limited. Outstanding options have been granted to pur- 
chase 52,600 common shares at prices varying from $7.20 to $8.65 per share; these options 
expire on varying dates from September 27, 1976 to April 22, 1980. 


In addition 760,560 Class A shares are reserved to satisfy obligations of the Company which may arise 
under the provisions of the Construction and Management Agreement with Rio Algom (note 6(a)). 


The Trust Deeds and Indentures prohibit the payment of dividends until all loans and accrued interest 
have been paid in full. 


6. COMMITMENTS AND CONTINGENT LIABILITIES 


(a) Rio Algom Limited has agreed to supervise and manage the business of the Company until Decem- 
ber 1, 1984 and to incur and pay, on behalf of the Company, operating costs of the Company in- 
curred prior to August 1, 1976. The Company has agreed to pay Rio Algom a management fee of 
$250,000 per annum. 


If the Company is unable to reimburse Rio Algom for any of the aforementioned costs Rio Algom 
may elect to receive Units of the Company’s Income Debentures and Class A shares instead of cash 
at a later date. The maximum number of such Units which could be issued is 9,507, comprised of 
$9,507,000 principal amount of Income Debentures and 760,560 Class A shares. 


(b) The Company has a contingent liability to buy back houses and mobile home lots at the Logan Lake 
townsite for $5,817,017 until December 31, 1982. 

(c) Estimated total cost to complete approved capital expenditures at December 31, 1975 was approxi- 
mately $23,230,000 of which $637,000 was committed. 


(d) The Company is subject to the regulatory controls established under the Canadian government’s 
Anti-Inflation Act, which became effective October 14, 1975. It is estimated that these regulations 
would have no effect on the Company’s earnings for the period October 14, 1975 to December 31, 
1975. 


7. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


During the year ended December 31, 1975 the aggregate direct remuneration paid or payable by the Com- 
pany to the Directors and Senior Officers of the Company was $295,184. 
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